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BURKINA KEY ECONOMIC INDICATORS 
(Figures in millions of U.S. dollars unless otherwise noted) 


INDICATOR 1984 1985 1986 1987 (Est 
Domestic Economy 
Population (millions) 6.9 7 
Population growth (%) 2.6 2 2.6 
GDP in current dollars 909.5 1205.8 1469.5 
GDP per capita, current dollars 132.0 151.0 181.4 
Consumer Price Index (1981=100) 117.9 126.9 123.0 


9 8.1 
6 


Production and Employment 
Labor force, modern sector 91 95 100 
(1,000’s) 
Unemployment (avg. % per year) N/A 
Industrial production 189.8 
Govt. oper. deficit, % of GDP +1.4 


Balance of Payments 
Exports, FOB 191.8 
Imports, FOB 411.2 
Trade Balance - 219.4 
Current Account Balance - 48.0 
Foreign Direct Investment 94.0 
Foreign Debt (year end) 615.7 
Debt-service paid 0.650 
Debt-service owed (with arrears) 73.1 
Debt-service ratio as % of exports 14.8 
Foreign exchange reserves (year end) - 
Avg exchg rate for year (CFA=US$1) 322.7 


Foreign Investment(18 largest.firms) 
Total (cumulative) -- 
U.S. (cumulative) N/A 
U.S. share (%) N/A 


U.S.-Burkina Trade 
U.S. exports to Burkina (FAS) 21.2 
U.S. imports from Burkina (CIF) 0.1 0.4 
Trade balance + 22,2 +9.8 
U.S. share of Burkina exports (%) 9.1 N/A 
U.S. share of Burkina imports (%) 7.2 203 
U.S. bilateral economic aid 23.3 9.7 
Principal U.S. exports (1987): Dried milk ($3.3 million), corn 
($1.2 
million), used clothing, soybean 
oil 
Principal U.S. imports (1987): Boned pork, silicon carbide 
Sources: 
Banque Centrale des Etats de 1’Afrique de 1’Ouest (BCEAO) Statistiques 
Economiques et Monétaires. Burkina no. 370 Avril 1988. 
Comptes nationaux du Burkina Faso 1985. Institut National de la 
Statistique et de la Démographie - Avril 1987. 
U.S.Customs figures. World Bank Debt Tables. 
Banque Mondiale. Rapport sur le developpement dans le monde, 1988. 
International Monetary Fund: Staff Report for the 1987 Article IV 
Consultation - Burkina Faso December 16, 1988. 
CERP ©004: Economic Trends Report for Burkina Faso September 30; 2987: 
EIU No 2 1988. Country Report - Togo, Niger, Benin, Burkina. 
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I. SUMMARY* 


The 4 years from 1981 through 1985 were characterized by stagna- 
tion in all sectors of agricultural, commercial and industrial 
activity. The contributing factors were years of chronic drought, 
political instability, and a number of official measures (e.g., 
authorized increases in food and other prices, and transfer to 

the states of some rental revenues in 1985) that limited incen- 
tives for industrial and agricultural production. The economic 
situation improved substantially in 1985 and 1986 due to increased 
rainfall, leading to better food and export crop production. 


A new government came to power in a coup d’etat on October 15, 
1987, and has announced its intention to increase the role of the 
private sector, to aid investments and to free up businesses from 
restrictive regulations. There has been an evident move towards 
greater economic pragmatism on the part of the government, and 
harassment of the private sector has ceased. But many business 
leaders are waiting for concrete actions on the part of 
government before making decisions. And as always in this 
primarily agricultural economy, the weather is still the major 
determining factor in final economic figures. With 1988 rainfall 
particularly good so far, agricultural production will probably 
be above the drought constrained results in 1987. 


II. CURRENT ECONOMIC SITUATION AND TRENDS 


A. Introduction 


Analysis of GDP Trends: After increases of about 4 percent 
annually up to 1981, annual real GDP growth slowed to 2 percent 
between 1981 and 1985, due to such factors as: 


-- more frequent drought years affecting agricultural 
production and related activities (e.g., transport and 
commercial activities) ; 


-- three military coups and one attempted coup, with 
socio-political changes impacting negatively on the business 
climate; 


-- sluggish industrial production, accounting in part for a 
slowdown in private investment; and 


-- mismanagement and lack of consumer demand caused by 
decreases in personal purchasing power. 


Following these lean years, gross domestic product (in real terms) 
increased sharply in 1985 (by 13 percent) and 1986 (by 10 percent) 


*This report was prepared in August 1988. 





due mainly to agricultural production increases resulting from 
a good rainy season. The 1987 real GDP will probably show only 
a small rise, due to much lower agricultural production of food 
and export crops because of poor rains. 


In 1986 the primary sector (agriculture, livestock, forestry 

and fishing) accounted for an increased share of the GDP, up to 
58 percent from 47.2 percent in 1985, which was an increase from 
45.4 percent in 1984. The secondary sector (manufacturing, 
mining, energy, water, construction and public works) retained 

a constant share of GDP, about 17 percent, the same as 1985 and 
1984. The tertiary sector (commerce, transport, storage, tele- 
communications, services and public administration) dropped 


again, to 25 percent from 35.7 percent in 1985 and 37.1 percent 
in 1984. 


B. Production 


Agriculture: Agriculture is the primary economic activity in 
Burkina Faso, contributing an average of 40 percent of GDP, and 
providing the largest percentage of exports. Three major 
cereals (sorghum, millet and corn) account for about two-thirds 
of the total value of crop production. 


In 1987 food grains production dropped as a result of a poor 
rainy season, falling to 1.5 million tons from 1.6 million tons 
in 1986. The government’s goal for agriculture is 2 million 
tons during a good rainy season in order to be self-sufficient 
in food production. Total cotton production for the 1987-88 
harvest was 148,000 tons, down from the record level of 170,000 
tons in 1986-87 but up from 109,000 tons in 1984. Cotton 
exports were 20 percent of total exports by value in 1986, the 
largest single export for Burkina. Cotton production per 
hectare and number of hectares under cultivation have both been 
increasing over the last several years; however, world cotton 


prices fell in 1985-86, reducing the profits of the government 
cotton marketing agency. 


Livestock: Livestock production (beef, goats, hides and skins) 
is a major economic activity that contributed 12 percent 
(estimated) of total exports in 1986, approximately the same as 
for 1985 and 1984. Despite strong competition from Argentinian 
frozen meats, Burkina has a protected supply position with 
neighboring Cote d’Ivoire and Ghana; those two countries 
continued to be major purchasers of Burkinabe livestock. 


Industrial Sector: Industry accounted for about 13 percent of 
GDP in 1985, a slight increase from 12 percent in 1983 but a 
decrease from 14 percent in 1984 due to mismanagement of public 


sector industrial companies and reduced private sector 
investments. 





The manufacturing sector consists mainly of food, beverage, and 
tobacco-processing industries. It also includes textiles, 
leather, chemical products and assembly of bicycles and 
motorcycles. Industry is dominated by about 60 government- 
controlled corporations, although private-sector participation 
remains large. Most of these companies, in particular the 
states corporations, have had persisting operating deficits. 
Undercapitalization, weak management, rigid price policies, and 
poor productivity are the most common causes. The government 
also dissolved two parastatal companies and has taken major 
capital shares in five private industrial corporations that 
were going bankrupt. Many of these companies are now showing 
improved returns, due to new investment and better management. 
Some other government corporations were actually opened up to 
private shareholders, although the local capital market is so 
weak that no major changes occurred. 


It should be noted that, as in most African countries, the 
Burkina Government is very protective of local business, with 
high tariffs for competing imports, set prices to guarantee a 
return and little real competition in the market as most 
companies are sole suppliers. However, the new government has 
held a series of seminars on private sector initiatives and 
pricing policy, and has indicated that it will take steps to 
free up the local markets and encourage competition. 


Mining: Mineral production is probably the major growth sector 
of the economy. Starting from negligible production in 1983, 
the value of gold exports went from 200 million CFA ($500,000) 
in 1984 to 9.8 billion CFA ($30.3 million) in 1986, and is 
estimated at 12.5 billion CFA ($41.5 million) for 1987. The 
share of total exports reached 16 percent in 1986, passing 
livestock as the second leading money earner for Burkina. As 
sale of gold on the international market is a state monopoly, 
much of the profit goes into government coffers. 


There are also some deposits of vanadium, titanium and copper 
in the center and the south of the country, and silver and 
nickel in the southwest at Perkoa. The World Bank financed the 
$7.4 million preproduction phase of the Perkoa silver and 
nickel deposit; the site has a number of prospective 
developers. Potential reserves are estimated at about 10 
million tons and will increase significantly Burkina’s mining 
production in coming years. There is also a manganese deposit 
at Tambao, evaluated at 13 million tons, but production 
requires construction of a 320 kilometer (200 mile) railroad. 

A feasibility study conducted by the UN Developing Program in 
1984 concluded that the Tambao Project may be marginally 
feasible. The World Bank rendered a negative evaluation based 
on actual and projected world prices of manganese and the low 
demand for movement of freight to the northeastern region. The 
government is still looking for additional financing for the 
railway, which is now under construction and planned to stop at 
Kaya, the halfway point. 





Commerce: With the change in the political direction that 
occurred in October 1987, the commercial climate is more 
liberal. A number of measures were announced shortly after 

the coup by the new government, including the lifting of the 
requirement that all traders belong to Economic Interest Groups 
(GIEs), a December 1986 move that was seen by many traders as 
approaching nationalization. GIEs still exist but without 
forced membership. Another move was the reestablishment of the 
Revolutionary Economic and Social Council (CRES), which had 
fallen into disuse during the Sankara years. The council is 
made up of representa- tives of government and business to 
advise the government on economic policy. 


Internal production has remained weak, increasing slightly, but 
not as much as the boost in agricultural production would 
suggest. This may be the result of an extensive system of price 
and marketing controls at the wholesale and retail levels. The 
inflexible pricing policy has caused problems for private and 
public businesses alike, consequently limiting the incentives 
for increased production. The government has talked of restruc 
turing the price policy, and held a USAID-sponsored price policy 


symposium to that end, but major reform is still a long way down 
the road. 


Cc. Government Finance 


Revenue: Tax revenue (direct taxes, indirect taxes, customs, 
stamps, and registration fees) remains the most important source 
of government funds. It declined from an average of 13.5 per- 
cent of GDP in 1981-82 to 12.5 percent in 1983-86. This trend 
largely reflected the decline in customs receipts as a result 

of decreasing imports. Revenue from income and business profit 
taxes stagnated because of the poor performance of major 
enterprises. In 1987 budget receipts were estimated at 86 
billion CFA ($286.1 million) by the government, but other 
sources estimated real returns to be lower, about 78 billion 


CFA ($259.5 million). This is essentially the same income as 
for 1986. 


Expenditures: Total expenditures as a percent of GDP went from 
19.9 in 1984 to 14 in 1985, mainly due to a sharp cut in 
scholarship and other transfer payments and a further decline 
in expenditures on goods and services. Expenditures in 1986 
are similar to those of 1985 but expenditures in 1987 show a 
projected increase to 17.2 percent, due to increases in 
salaries. A similar increase will probably be seen in 1988, 
given the increases in salaries, rehirings and expenditures by 
the new government. Noteworthy is the rising share of expendi- 
tures for investment in 1987, estimated at 7.2 billion CFA 
($23.9 million), which represents a significant increase from 
the 1983-85 level. At the same time we estimate that the budget 
deficit will be larger than in 1987, which was somewhere in the 
neighborhood of 6.5 billion CFA ($20.5 million). 





D. Money, Prices and Wages 


Burkina’s Monetary System: Monetary policy is determined by a 
regional central bank, the West African Central Bank (BCEAO), 

in coordination with other members (Benin, Cote d’Ivoire, Mali, 
Niger, Togo and Senegal) and with France. All credit other 
than crop financing is included in overall credit targets. 
Control over credit expansion is strengthened by the require- 
ment of prior approval for any loan exceeding 30 million CFA 
($94,637). The banking sector, comprising eight commercial or 
development banks and five financial institutions, all partly 

or wholly stateowned, is highly liquid, due to large deposits 
from a number of regional organizations and some public entities 
such as the Social Security Fund and the Price Stabilization 
Fund. This liquidity is also the result of a low credit demand 
since 1983. After 2 years of weak performance (1983 and 1984), 
banking operations are improving slightly overall, both in terms 
of transaction volume and turnover. Current central bank 
interest rates are 6 percent for priority activities and 10 
percent for other activities. 


Consumer Price Index: During 1979-83, inflation averaged 10 
percent annually. In 1983-1984, the rate of increase declined 
to about 8 percent, reflecting primarily smaller increases in 
the prices of food and petroleum products. In 1985 the rate 
declined again to 4 percent, owing to a strict price control 
system that stabilized consumer prices for essential food items 
(cooking oil, sugar, etc.) and some other basic commodities 
such as soap. According to the IMF, Burkina had a inflation 
rate of -3 percent in 1986. The government publicly welcomed 
this as proof that inflation was under control, but other 
observers noted that the decline in prices reflects the low 
level of consumer per capita income and overall stagnation of 


Burkina’s urban economy. Inflation for 1987 is estimated at 
-0.7 percent. 


Wages: All workers in Burkina are in theory guaranteed minimum 
wages by law. In 1985 and 1986, austerity measures were 
taken. All public and private sector wages were reduced 
drastically (from 4 percent for the lowest wages to 12 percent 
for the highest wages), and many fringe benefits were 
eliminated. In 1987, a combination of measures restored total 
civil service wages to 1983 levels. However, wages in the state 
and parastatal companies, including banks, were reduced, with a 
monthly ceiling of 350,000 CFA ($1,104). The new government 
raised wages 4-8 percent as one of its first acts. In May 1988, 
the government raised the minimum wage from 114 CFA per hour to 
130.69 CFA per hour, resulting in a rise of 14.6 percent since 
1982. At the same time the parastatal companies and banks had 
new monthly wage ceilings at 500,000 CFA ($1,577). 





E. Balance of Payments 


Overall Balance of Payments: Burkina’s net balance of payments 
in recent years has been as follows: 


1981 billion CFA 

1982 billion CFA 

1983 billion CFA 
billion CFA 
billion CFA (provisional) 
billion CFA (estimated) 
billion CFA (estimated) 


In 1986 economic indicators (e.g., trade and transfer balances) 
confirmed the trends of the prior 2 years. The improvement in 
the overall balance of payments in recent years is due primarily 
to an increase in foreign aid, a decrease in the value of 
imports and a healthy increase in the value of exports, 
particularly cotton and sheanuts. However, the sharply lower 
prices for cotton and other export crops, combined with the 

need to import food grains to compensate for the 1987 drought, 
will probably put Burkina slightly in deficit again in 1988. 


External Public Debt: After a sharp increase of nearly 80 
percent in 1984, the external debt service increased by only 22 
percent in 1985 and 24 percent in 1986. The ratio between 
exports and payments on the debt -- the debt service ratio -- 
has gone from 9.8 percent in 1984 to 16.9 percent in 1985 and 
then dropped to 14.8 percent in 1986. As a result, the 
projected debt service has stabilized and is projected as below: 


$53.6 million 
$53.7 million 
$51.9 million 
$53.6 million 


However, the government Five-Year Economic Plan approved in 
1986 will require heavy borrowing (estimated at about 282 
billion CFA ($873.7 million)), significantly increasing the 
external debt servicing burden during the 1990s. This will be 
controlled to some extent by the fact that the ambitious plan 
exceeds the absorption rate of development funds for the 
economy. As a result, only 48 percent of the plan’s goals for 
1986 were fulfilled, and only 64 percent for 1987. 


In April 1987, the government decided to create five export 
monopolies to reduce its dependence on external borrowing, even 
on concessional terms. Its principal objective is to use the 
profits from sales to fund all the projects considered to be 
vital in the Five-Year Economic Plan but which international 





financial organizations may be reluctant to finance. The five 
state monopolies cover cotton, sesame, karite (sheanut), gold, 
and leather goods. The government also has begun a campaign to 
increase production of those products in order to increase the 
funds they will generate. In effect, the government uses its 
sales monopoly to earn a profit from foreign sales at prices 
well above those it pays to domestic producers. However, the 
intricacies of making a profit on the commodities market have 
partially stymied the government, and the cotton and karite 
monopolies have suffered losses on crops held for resale. 


Bilateral Aid: As in past years, foreign aid and other 
external assistance are crucial to government development 
programs. Foreign aid consists of capital aid, grants 
(including some food aid) and soft loans. After a slight 
decrease following the 1983 coup, Western donors and interna- 
tional lending institutions gradually increased their assistance 
to Burkina, an annual total nearly one and one-half times the 
government budget. In 1986, total foreign aid expenditures 
reached 91.6 billion CFA ($284 million) but, at 19.3 percent of 
GDP, was still behind its 1983 record of 100.5 billion CFA 
($263.7 million) or 28.6 percent of GDP. The major bilateral 


donors include France, West Germany, the Netherlands, Italy and 
Canada. 


Multilateral Aid: Burkina Faso is a recipient of multilateral 
aid through the UN Development Program, other UN agencies, the 
European Economic Community Development Fund, and regional 
economic development organizations such as the CEAO. 


III. IMPLICATIONS FOR THE UNITED STATES 


A. Trade 


U.S. Exports to Burkina Faso: U.S. exports to Burkina decreased 
from $27 million in 1985 to $10.2 million in 1987. The figure 
for 1986 was $9.8 million. That situation was due to the 
general decline of Burkina’s imports in 1986, particularly the 
fall in Burkina’s cereal imports owing to a better cereal 
harvest than in 1985. Burkina’s imports from the United States 
for 1988 look to be about double 1987 totals, due to the fall 
in the dollar increasing competitiveness, and several large 
one-time equipment purchases. Imports of grains rose at the 
end of 1987 and in the beginning of 1988 due to the poor 
harvest. U.S. exports to Burkina include cereals, dried milk, 
used clothing, edible oils, and industrial, electrical and 
communications equipment. A significant proportion of U.S. 
exports to Burkina Faso has traditionally been directly related 
to development programs funded by the United States Government. 
As the value of aid declined, the proportion of purchases on 
the commercial market rose. 
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Burkina Market Potential: The Burkina market is a small one but 
should be considered by American firms in their plans to tap the 
West African market. Burkina shares a common currency with Cote 
da‘’Ivoire, Senegal, Togo, Mali, Niger and Benin, which makes it 
part of a significant regional market. The CFA franc is fully 
convertible. Attractive U.S. products include cereals (particu- 
larly rice), agricultural tools and machinery; fertilizers; 
equipment for earthmoving, road building and mining; multi- 
terrain vehicles; auto and truck tires; air conditioners; 
communications equipment; well drilling equipment; textiles; 

and clothing. The drop in the dollar exchange rate has 
increased competitiveness of U.S. products in comparison with 
similar products from Asia or Europe. 


B. Investment 


Burkina’s Investment Code Incentives: The 1984 investment 
code, a major revision of the 1978 code, offers a number of 
incentives to investors. The code defines priority sectors 
such as food processing, textile manufacturing and leather 
processing. Tax reductions and exonerations are granted for 2 
to 5 years. The code guarantees foreigners and nationals the 
right to manage businesses freely, freedom of choice of 
suppliers and services, retention of foreign exchange necessary 
to conduct business, and repatriation of dividends up to 80 
percent of net profit. The new government is examining the 


investment code with an eye to making it more enticing to 
investors. 


Investment Opportunities: The Five-Year Plan for 1986-90 
offers a number of investment opportunities in public and 
private sectors. The government accords top priority to 
agriculture, water resources, energy and mineral sector 
investment, as part of its policy of attaining agricultural 
self-sufficiency. The new government also says that it is more 
open to foreign investment and joint ventures. 
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¢ Charleston—17 Lockwood Dr., 29401, (803) 
724-4361 

SOUTH DAKOTA ; 

Serviced by Omaha District Office 
TENNESSEE 

Nashville—Suite 1114, Parkway Towers, 404 
James Robertson Parkway, 37219-1505, 
(615) 736-5161 

«Memphis—555 Beale St., 38103, (901) 
521-4137 

TEXAS 

* Dallas—Rm. 7A5, 1100 Commerce St., 
75242, (214) 767-0542 

¢ Austin— P.O. Box 12728, Capitol Station, 
78711, (512) 472-5059 

Houston—2625 Fed. Courthouse, 515 Rusk 
St., 77002, (713) 229-2578 

UTAH 

Salt Lake City—Rm. 340 U.S. Courthouse, 
350 S. Main St., 84101, (801) 524-5116 
VERMONT 

Serviced by Boston District Office 
VIRGINIA : 
Richmond—8010 Fed. Bldg., 400 North 8th 
St., 23240, (804) 771-2246 

WASHINGTON 

Seattle—3131 Elliot Ave., Suite 290, 98121, 
(206) 442-5616 

¢ Spokane—P.O. Box 2170. 99210, (509) 
456-4557 

WEST VIRGINIA 

Charleston—3309 Fed. Bidg.. 500 Quarrier 
St.. 25301. (304) 347-5123 

WISCONSIN 

Mitwaukee—Fed. Bidg.. U.S. Courthouse, 
517 E. Wisc. Ave., 53202, (414) 291-3473 
WYOMING 

Serviced by Denver District Office 
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